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Abstract 
The opportunities for the enterprise financing depend on macroeconomic and microeconomic indicators. The enterprise life cycle 
has significant influence on financing of chosen development activities. Financing is one of key tasks in many enterprises. It is a 
process allowing the enterprise to survive or to progress. The aim of operative financing is to finane the enterprise current assets 
in order to maintain its constant run. It is realised in a form of short-term financing in most of cases but sometimes it has a form 
of middle-term financing. Operative cycles are important for enterprise because it influences the need of internal and external 
financial sources. Investment financing is related to long-term assets' acquisition. Its aim is to fulfil the investment needs of 
enterprise in a form of spreading investments. State budget withdraws part of financial means of enterprises in a form of taxes 
and fees. The cash-flow category is used more frequently especially in financial analyses in evaluating the financial stability of 
enterprise and causes of changes of money sources in short-term planning of financial incomes and expenditures, in middle-term 
and long-term constitution of enterprise financial prognoses, in evaluating the investment variants effectiveness and as one of 
methods of defining the enterprise market value. 
© 2014 The Authors. Published by Elsevier B.V. 
Selection and/ peer-review under responsibility of Academic World Research and Education Center. 
 Keywords: Financing, optimization, industrial enterprise; 
1. Introduction 
Within the development activities business entities constantly consider how to finance their needs. Their priority 
is always to maximise volume of their outputs, and thus ensure their position in relation to competition. Maintaining 
their positions in the market is connected with permanent innovations in all spheres, whether it is production, 
services or human resources area.  
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The current economic crisis and the related recession constitute a severe external shock which poses a threat 
especially to small and medium enterprises in Slovakia. Economic boom in the past years has encouraged these 
enterprises to make higher and longer investments. Financing of enterprises is quite difficult at the peak of the 
financial and economic crisis. It is a process allowing the enterprise to survive or to progress. Acquisition of capital 
is not easy in times of expansion, and it is even more difficult in times of recession. The issue of financing is one of 
the areas addressed by almost every enterprise. (Veber et al, 2005, p. 136) 
2. Operative financing  
The aim of operative financing is to finance the enterprise current assets in order to maintain its constant run. It is 
realised in the form of short-term financing in most of cases but sometimes it has the form of middle-term financing 
(standard short-term loan, overdraft or revolving loan). Operating cycle is limited by a period beginning upon 
acceptance of the invoice for delivered raw materials and materials for production and ending by collection of funds 
for sale of finished products, goods or services. It is important for the enterprise because it influences the need of 
internal or external sources of financing.  
For illustration we provide a description of the operating cycle in the company HTS, s.r.o. The company 
purchases the material and goods from suppliers to whom it must often pay in advance or within short maturity 
period. Production cycle lasts from 1 to 30 days, depending on complexity of products and type of delivery (goods 
or production to order). Subsequently, the delivery to domestic and foreign partners takes place and the maturity 
period from 30 to 90 days begins. Overview of the company trade receivables and payables is presented in Table 1.  
      Table 1. Overview of trade receivables and payables of the company HTS, s.r.o. in € 
  2008 2009 2010 2011 2012 
Trade payables 155,016.00 744,385.00 74,371.00 55,599.00 43,029.00 
Within the maturity period 123,444.00 526,856.00 56,984.00 38,964.00 25,694.00 
Overdue 31,572.00 217,529.00 17,387.00 16,635.00 17,335.00 
Trade receivables  115,150.00 702,181.00 317,506.00 99,812.00 132,206.00 
Within the maturity period 69,256.00 512,564.00 118,956.00 25,693.00 48,965.00 
Overdue 45,894.00 189,617.00 198,550.00 74,119.00 83,241.00 
Source:  Own calculation on the basis of internal documents of the company  
 
The company has an overdraft with the maturity period within 1 year with the possibility of prolongation, while 
the interests are every month automatically settled from the current bank account of the company only from actually 
withdrawn amount and only for actual period of withdrawal (interest rate of 7.95 % p.a.).  
3. Investment financing 
Investment financing relates to acquisition of fixed assets (lands, buildings, equipment) or is used for building or 
renovating the main premises of the company. The purpose of investment financing is to extend investment needs of 
the client who has been performing business activities for a longer period and needs the innovations or extension of 
the business activities. Middle-term and long-term investment financing has a significant impact on the financial run 
of every company. The company HTS, s.r.o. has decided for the following investment.  
        Table 2. Repayment schedule (purchase of real estate) 
Repayment period Principal in €/annually Interest in €/annually Total in €/annually 
2014 22,920.00 16,018.06 38,938.06 
2015 22,920.00 14,195.92 37,115.92 
2016 22,920.00 12,373.78 35,293.78 
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2017 22,920.00 10,551.64 33,471.64 
2018 22,920.00 8,729.50 31,649.50 
2019 22,920.00 6,907.36 29,827.36 
2020 22,920.00 5,085.22 28,005.22 
2021 22,920.00 3,263.08 26,183.08 
2022 22,920.00 1,440.94 24,360.94 
2023 5,710.00 75.53 5,785.53 
 
Subsequently, the company received the loan in the amount of € 118,000 for the period of 10 years for the 
monthly instalment of € 1,065 (interest rate of 7.80% p.a.) for the purpose of renovation of the premises. By 
renovating the immovable property the company wanted to reduce energy costs of the building and improve its 
technical condition and the renovation was planned to consist of the following modifications (thermal insulation of 
the building, exchange of the windows, and exchange of the roof).  
4. Cash flow as a real indicator of funds in the company 
The opinion that the indicators established on the basis of cash flow provide more relevant information for the 
corporate analysis and financial management than the indicators established by traditional method is increasingly 
supported in the world. Cash flow is an actual movement of money in the enterprise. Necessity of this statement is 
connected with accrual principle in double-entry book-keeping system. Enterprise may generate high sales and make 
a profit in book-keeping system, but its income and cash may be low and it is caused by the fact that costs are not 
always equal to expenses and revenues are not always equal to income, because there is an essential difference 
between them - costs and revenues are accounted in the period to which they relate in terms of time and matter, and 
not in the period in which they are expressed as income or expenses. (Šlosárová, 2011, p. 24). 
Crisis in the company is often also demonstrated by the fact that the company has insufficient cash to cover its 
obligations, i.e. to pay the salaries, invoices to suppliers, contributions to social and health institutions. What makes 
cash management complicated is also the fact that despite the declared good financial situation of the entrepreneur 
(in his financial statements) the cash situation in the company can be quite negative – threatening the operation and 
existence of the company. Cash flow management is crucial for every company (classified according to number of 
employees, amount of turnover). The expected amount of financial effects arising from introduction of the company 
cash flow management is connected with the company turnover and corporate culture. Level and fluctuations in cash 
flows have a direct impact on ability of the enterprise to fulfil due obligations in the future and to repay the loan by 
the agreed deadlines. Growth in cash flow level and its stability allow the enterprise to use the borrowed capital to a 
greater extent, because probability of insolvency is lower. (Krištofík et al, 2011, pp.118-138) 
In preparing the cash flow overview also the direct method can be applied for its creation based on actual 
payment flows (income and expenses). Its application in practice is compounded by the fact that double-entry 
bookkeeping system does not provide the data necessary for creation of such statement directly. However, it may be 
recommended to entrepreneurs using a single-entry bookkeeping system. We used the indirect method for 
calculation of cash flow, because the client accounts in double-entry bookkeeping system. 
Indirect method of cash flow calculation is based on profit and depreciations (Tab. 3 and 4). It further takes into 
account changes in stock, receivables, payables, etc. In the statement cash inflow is marked with (+) and cash 
outflow with (-). It is usually monitored in three areas, i.e. operational, investment, and financial area. Such report 
may have a capacity to provide relevant information for the management as they can see immediately where the 
company loses and where it makes cash. (Jenþová et al, 2009, p.34). 
 
 
 
 
956   Jaroslava Kádárová et al. /  Procedia Economics and Finance  23 ( 2015 )  953 – 958 
              Table 3. Company cash flow  
Data/period 2009 2010 2011 2012 
A. Cash at the beginning of the year  9,394.00 10,375.00 17,534.00 18,136.00 
B. PT from basic business activity 19,567.00 -301,574.00 413,914.00 -54,525.00 
Profit for the accounting period 29,221.00 72,718.00 46,895.00 21,827.00 
Depreciations  11,787.00 57,401.00 19,783.00 0.00 
Gross cash flow 41,008.00 100,119.0 66,678.00 21,827.00 
Change in accruals and deferrals – A 0.00 0.00 0.00 0.00 
Change in accruals and deferrals – L 0.00 0.00 0.00 0.00 
Change in stock -31,884.00 -118,817.00 -53,348.00 -27,004.00 
Change in receivables -587,031.00 384,675.00 215,904.00 -35,148.00 
Change in short-term payables  597,745.00 -667,551.00 184,680.00 -14,200.00 
C. Investment CF -113,257.00 -46,170.00 -542,500.00 -38,554.00 
Acquisition of tangible and intangible fixed assets -110,257.00 -46,170.00 58,570.00 -38,554.00 
Acquisition of financial fixed assets -3,320.00 0.00 0.00 0.00 
D. Financial CF 94,990.00 354,903.00 129,188.00 78,790.00 
Change in equity 4.00 193,361.00 -1.00 1.00 
Change in receivables for subscribed equity 0.00 0.00 0.00 0.00 
Change in reserves 0.00 0.00 0.00 0.00 
Change in long-term payables 94,986.00 20,604.00 -50,516.00 -20,449.00 
Change in long-term loans 0.00 0.00 257,830.00 42,428.00 
Change short-term loans and financial assistance 0.00 140,938.00 78,125.00 56,860.00 
E. Total Cash Flow 981.00 7,159.00 602.00 -14,289.00 
Cash at the end of the year  (calculation) 10,375.00 17,534.00 18,136.00 3,847.00 
Cash at the end of the year  (balance sheet) 10,375.00 17,534.00 18,136.00 3,847.00 
Difference 0.00 0.00 0.00 0.00 
 
The cash flow category is still more and more used in financial management and decision-making process, 
especially in financial analysis in evaluating the financial stability of enterprise and causes of changes in cash in 
short-term planning or income and expenses, in middle-term and long-term preparation of enterprise financial 
forecasts, in evaluating the investment variants effectiveness and as one of the methods for determining the 
enterprise market value. 
Planning, monitoring, and analysis of cash flow are at the centre of attention of the enterprise. Excess of income 
over expenses and appropriate reserve of available cash for overcoming any potential short-term fluctuations are 
prerequisites of solvency. Level of and fluctuations in enterprise cash flow have a direct connection with the ability 
of enterprise to fulfil its obligations regarding the debt service in the future, i.e. to pay the interests and loan 
instalments to creditors by the agreed deadlines. 
                         Table 4. Cash Flow indicators 
Indicator /Period 2009 2010 2011 2012 
Flow debt ratio  20.72 3.43 9.86 33.08 
Liquidity from CF 0.03 -1.32 1.24 -0.14 
Total CF/payables 0.00 0.02 0.00 -0.02 
CF from basic business activity /total CF 19.94 42.13 687.56 3.82 
Investment CF/total CF -115.76 -6.45 -901.16 2.70 
Financial CF/total CF 96.82 49.57 214.60 -5.51 
 
The enterprise which expects total growth of its sales without significant fluctuations can have a higher borrowed 
capital ratio, because the expected development of its cash flow is a guarantee of performance of higher obligations 
towards creditors. If the enterprise expects a drop in sales and thus also a smaller profit due to economic slowdown 
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in its business sector, it should not consider increasing the borrowed capital ratio and it should pursue to decrease it 
for the purpose of its security. 
5. Results and recommendations 
The role of financial management in every enterprise is to ensure growth of corporate property. The main, 
permanent, and safe source of financing this growth is profit. However, it is not sufficient if the enterprise needs to 
have sufficient funds to be able to pay invoices for raw materials and energies, to pay wages, overhead costs, to 
repay loans and credits, to pay taxes on time. The main financial income consists of cash sales, collection of 
receivables, loans from bank, and cash deposits of the owners. All these income and expenses create cash flow.  
Cash flow is the actual movement of the money in an enterprise. Enterprise may generate high sales and make a 
profit in the book-keeping system, but its cash income and cash may be low as the costs are not always equal to 
expenses and revenues are not always equal to income. 
Analysis of individual items of the financial statements of the company HTS, s.r.o may be summed up in several 
points: 
Since the cash flow statement has been never made in the company (it has never been a part of tax return), we 
recommend that the company management have this statement prepared due to high monthly instalments of bank 
loans and lease payments.  If the management monitor cash flow in the company, after a certain time they will be 
able to anticipate the fluctuations in available cash, such as sudden increase in the costs before the season with the 
highest sales or the situations when in the course of one month it will be necessary to pay several obligations the 
sum of which will add more pressure to the company budget than usual. 
To help the company keep its cash flow in good health, we recommend several options: 
Make a financial plan (the first step on the way to improve cash-flow is to be informed about the present situation 
of your cash flow, on the basis of which they will be able to anticipate its development in the following months and 
years). 
It is essential to know that there are also new modern methods of financing for small and medium enterprises 
(venture capital, private equity etc.) which are little known in Slovakia and remain almost theoretical. One of the 
main reasons is the absence of developed capital market, but also conservative nature of Slovak entrepreneur (e.g. 
financing of business activities by additional contribution of a new investor to the company equity was fully 
accepted only by one in twenty entrepreneurs). 
6. Conclusion 
Every day you can read about what was influenced by the economic crisis and that many entities had to limit the 
production and make redundancies as a result of the crisis. However, each part of the enterprise, including the 
financial departments, must respond to the crisis. The economic crisis sharply hit many people and thousands of 
them declared bankruptcy. Most of them depend on a limited number of customers or clients and demand continues 
to decline. In the Slovak business environment the situation when a debtor fails to pay to a creditor because the 
former has not received the payments from his debtors is a quite typical one. It is sometimes a vicious circle. Since 
2009 the insolvency has become a standard phenomenon and the spiral of secondary insolvency has developed. 
Almost every second company deals with the issue called “secondary insolvency”. Business sector in our society 
struggles with the difficulties to perform its obligations on one side and the constant increase of bad receivables on 
the other side. Crisis is a normal part of enterprise life cycle. It is usually caused by unfavourable development and 
poses a serious threat to enterprise existence. Therefore, if the enterprise wants to survive, it must adopt the various 
possible measures to counter the negative development.  
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